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We affirm that:

We are cerlifisd public accountanis licensed to praclice in Michigan,

We further affirm the following material, "no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (repont of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.)

All required component unitsfunds/agencies of the local unit are in¢luded in the financial statements andfor disclosed in the
repoding enlity notes to the financial statements as nacessary.

There are no accumulated deficits in one or mors of this unit's unreserved fund balances/unrestricted nel assels
(P.A. 275 of 1380) or the local unit has not exceeded its budget for expenditures.

The tocal unit is in compliance with the Uniform Chan of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was heid in accordance with State stalute.

The leca! unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Owision,

The local unil has not been delinquent in distribuling lax revenues thal were collectsd for another taxing unit.
The local unil only holds depositsinvesimenis that comply with statutory requirements.

The local unit has no illegal or unauthonzed expendilures that came Lo our sliention as defined in the Bullelin for
Audits of Local Unils of Government in Michigan, as revised (see Appendix H of Bullstin).

There are no indications of defalcation, fraud or embezzlement, which came to cur altention during the course of our audit
that have not been previously communicated to the Loca! Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separale reporl under separale cover.

The Jocal unit is free of repeatled comments from previous years.
The audil opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statemenl #7 and other generally
accepted accounting principles {GAAP},

The board or council approves all invoices prior to payment as required by charter or statute.

To our knowledge, bank reconciliations that were reviewed were parformed timely.

If a local unit of government (authorilies and commissions included) is operating within the boundaries of the audiled entily and is not
included in this or any other audit report, nor do they obtain a sland-alone audit, please enclose the name{s), address(es), and a
description(s} of the authorily and/or commission.

I, the undersignad, cenify that lhis stalement is complate and accurate in all respects.

We have enclosed the following: Enclosed | Nol Required {enter a brief jusiificalion)

Financial Statements

The letter of Commenis and Recommendations | El NCN

Other (Dascnbe) I:’

Certified Public Accountant (Firm Mame) l Telephone Numbear

Hill, Schroderus & Co., LLP 231-347-4136

Strest Address

923 Spring St PC Box 695 Petoskey Ml 49770

City Siate Zip

Printed Name Licanss Number

Jarmes Cusenza

1101012888
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Hill - Schroderus & Co., LLP

Certified Public Accountants & Consultants

May 23, 2007

independent Auditors’ Report

Board of Commissicners
City of Harbor Springs Building Authority
Harbor Springs. Michigon

We have qudited the financial staiements of the City of Horbor Springs Building Authority, ais of and
forthe year ended December 31, 2004, as listed in the table of conients. These financial statements
are the responsibility of the Building Authority's management. Qur responsibility is to express an
opinion on Ihese financial statements based on our audit,

We conducied our oudtt in accordance with auditing standards generally acceptedin the United
States of America. Those standards require that we plan and perform the audit to obtainrecsonable
assurance about whether the financial stotements are free of material misstaterment. An audit
includes excomining, on a iest basis, evidence supporling the omounts and disclosures in the
financial statements. An audit alse includes assessing the accounting principles used and significant
estimates made by management, as well os evaluating ™ the overall financial statement
presentation. We believe that our oudit provides a reasonable basis for our opinion.

iIn our opinion, the financial statements referred o above present tairly, in all maiericl respects. the
financial position of the City of Harbbor Springs Building Authorify as of December 31, 2006 and the
results of its operations and cash flows for the year then ended, in conformity with accounfing
principles generally accepted in the United States of America.

The City of Harbor Springs Building Authority has not presented a manoagement's discussion and
analysis that occounting principles generolly accepted in ine United States has determined is
necessary {0 supplement, although not required 1o be pan of. the basic financial siatements.

QM& %clw@wmmt&?{
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CERTIFIZD PUBLIC ACCOUNTANTS

Peioskey, Michigan

]
923 Spring Street PO. Box 695 - Petoskey, M1 49770 © 231-347-4136 Fax: 231-347-4147 E-mail: staffname@hs-co.com



CITY OF HARBOR SPRINGS BUILDING AUTHORITY
STATEMENT OF NET ASSETS
December 31, 2004

Assets

Current assets;
Cumrent poriion of lease contract receivable - net of interest

Lease coniroct receivable (net of current portion)

Total assets

Ligbilities and Net Assels

Current liabilities:
Current portion of bonds payable

Bonds payable [net of current portion)
Total hiabilifies
Netf assets

Total liakilities and net assets

See accompanying notes 1o financial statements. 2

50,000

275,000

1.025,000

50.000

975,000

1,025,000

1,025,000




CITY OF HARBOR SPRINGS BUILDING AUTHORITY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Year Ended December 31, 2004

Revenues:

Lease contract revenue $ 55,243
Expenses:

Bond interest and fiscal charges 55,243

Excess (deficiency) of revenues
over eXpenses ) .

Net ossefs, beginning _

Net ossets, ending $ -

See accomponying notes o financial statements, 3



CITY OF HARBOR SPRINGS BUILDING AUTHORITY
STATEMENT OF CASH FLOWS
Year Ended December 31, 2006

Cash tlows from operating. capital financing. and investing aclivities:
There were no cash operating, capital financing, or investing octivities
during the reported penod

Non-cash operating ond financing acfivifies:
The Authority recognizes lecse revenue due from the City and the related bond,
interest and fiscal charges as these chorges ore paid directly by the City on the
Authority's behaif.

Lease contract receivable $ 50,000
Lease contract revenue 55.243
Bond principal (50.,000)
Bond interest and fiscal charges [55.243)
Total non-cash operating and financing activifies 3 -

See accomponying notes to financial statements, 4



NOTE 1:

NOTE 2:

CITY OF HARBOR SPRINGS BUILDING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
December 371, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Cilty of Harbor Springs Building Authority pertain to the
financial aclivities of the Authority as o separate enfity. These aclivilies have alsc been
consolidated with the financial slatements of the City of Harbor Springs, Michigan. The
Authority is covered by various insurance policies moiniained by the City of Harbor Springs.

The Building Authority has lease coniracts with the Cify of Harbor Springs, Michigon
covering the consiruction of the cily hall, and police department renovations by the
Authority. Since the contracts represent financing tronsactions, the Authority hasrecorded
the lease coniracts as receivables in lieu of recording the properties as fixed assets.

The financict statements of the Authority have been prepared on the accrual basis of
accounting excepl for the recognifion of interest income and expense as explained
below.

Accounting policies for specific items follow:

Qutstanding bonds not defeased are recorded as a liability.

Interest income associated with the investments is recorded when received. Interest
expense associated with the bonds is recorded when cashis disbursed. Accruing interest
expense would be offset by occrued revenue from the City resuliing in essentially the
same position and resulls of operations.

LEASE CONTRACTS AND BONDS
City Hall/Police Department

The Building Authority has ¢ lease coniract with the Cily of Harbor Springs, Michigon,
covering the city hall and police department buildings. General obligation bonds totaling
$1,125,000 were issued in 2002 by the Building Authorify ond all of the proceeds have been
used to renovate the city hall and police department buildings.

Rentaireceipts under the lease agreement, which are pledged as collateral for the lbonds,
have been set at the amount necessary to meet principal and interest payments due on
ihe bonds. Upon retirement of the bonds, which are scheduled for redemption through
2022, ownership of the related facilities will be turned over to the City.



NOTES TO FINANCIAL STATEMENTS - CONTINUED
NOTE 2: LEASE CONTRACTS AND BONDS - CONTINUED

Details of the ordinances and related assets and liabilities are as follows;

City Hall/Police

Department
Lease controct receivable $ 1,512,425
Interes! included {487.425)
Net receivable on balance sheet 3 1,025.000
Bonds outstanding 3 1,025,000
Interest rotes 4010 6.0%

The annual debt service requirements to maturity for the bonds ouistanding as of
December 31, 20046 are as follows:

City Haoll/Police Department

December 31 Prncipal Interest
2007 3 50,000 % 53,968
2008 50,000 50,968
2009 50,000 47 966
2010 50,000 44,968
2001 50,000 41,968

2012-2016 325,000 166,965
2001 7-2021 375,000 76,778
2022-2025 75,000 3,844

Totol % 1.025.000 % 487,425




